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REPORT OF INDEPENDENT REGISTERED

PUBLIC ACCOUNTING FIRM

To the Board of Directors

Cappello Capital Corp

Santa Monica California

We have audited the accompanying statement of financial condition of Cappello Capital Corp as of

December 31 2009 and the related statements of income stockholders equity and cash flows for the

year then ended These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes examining

on test basis evidence supporting the amounts and disclosures in the financial statements An audit

also includes assessing the accounting principles used and significant estimates made by management

as well as evaluating the overall financial statement presentation We believe that our audit provides

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Cappello Capital Corp as of December 31 2009 and the results of its operations and

its cash flows for the year then ended in conformity with accounting principles generally accepted in the

United States of America

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

By Burton Armstrong

Bakersfield California

February 23 2010

REGIST with the Public Company
Account in Oversighi

Board and IMBER of the American Institute of Certied
Public Accountants



CAPPELLO CAPITAL CORP
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2009

ASSETS

Cash 60881

Prepaid expenses
706

Total Assets 61587

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable and accrued expenses 6079

Total Liabilities 6079

Stockholders equity

Common stock $1 par value authorized 1000000 shares

issued and outstanding 100 shares 100

Additional paid in capital 368246

Retained earnings Deficit 312838

Total Stockholders Equity 55508

Total Liabilities and Stockholders Equity 61587

See Notes to the Financial Statements



CAPPELLO CAPITAL CORP
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31 2009

Revenue

Investment banking 2755200

Expense

Corporate finance fees Note 1375682

Commissions 663770

Employee compensation and benefits 546842

Other 144061

Occupancy 36000

2766355

Loss before income taxes 11155

State income taxes

Net Loss 11155

See Notes to the Financial Statements



CAPPELLO CAPITAL CORP
STATEMENT OF STOCKHOLDERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2009

Balance December 31 2008

Net loss

Distributions

Balance December 31 2009

Additional Retained

Common Stock Paid-in Earnings

Shares Amount Capital Deficit

100 100 368246 261683

11155

40000

100 100 368246 312838

See Notes to the Financial Statements



CAPPELLO CAPITAL CORP
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2009

Cash Flows From Operating Activities

Net loss 11155

Adjustments to reconcile net loss to net cash provided by

operating activities

Changes in working capital components

Decrease in

Accounts receivable 61204

Prepaid expenses 3300

Accounts payable and accrued expenses 23254

Net cash provided by operating activities 30095

Cash Flows From Investing Activities

Sale of restricted marketable securities 259

Net cash provided by investing activities 259

Cash Flows from Financing Activities

Distributions paid 40000

Net cash used in financing activities 40000

Net decrease in cash 9646

Cash

Beginning of year 70527

End of year
60881

The Company paid $0 in state income taxes during the year ended December 31 2009

See Notes to the Financial Statements



CAPPELLO CAPITAL CORP
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 2009

NOTE 1- NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Nature of business Cappello Capital Corp the Company is California corporation formed in

February 1992 for the purpose of conducting business as broker/dealer in securities The Company

operations consist of wholesaling and retailing private placements of debt and equity securities on best

efforts basis

The Company operates under the provisions of Paragraph k2i of Rule 15c3-3 of the SEC and

accordingly is exempt from the remaining provisions of that rule Essentially the requirements of

Paragraph k2i provide that broker/dealer who carries no margin accounts promptly transmits all

customer funds and delivers all securities received in connection with his activities as broker or dealer

does not otherwise hold funds or securities for or owe money or securities to customers and effectuates

all financial transactions between the broker and dealer and his customers through one or more bank

accounts each to be designated as Special Account for the Exclusive Benefit of Customers of the

Company Brokers/dealers operating under the provisions of k2i are also exempted from the

remaining provisions of Rule 15c3-3 including the requirement to make the reserve computations under

Rule 15c3-3

As stated above the Company operates under the provisions of Paragraph k2i of the SEC and

accordingly is exempt from the remaining provisions of the rule Specifically the Company is exempt

from the Possession of Control Requirements under Rule 5c3-3 pursuant to Paragraph k2i

summary of the Companys significant accounting policies follows

Use of estimates The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets

and liabilities at the date of the financial statements and the reported amounts of revenues and expenses

during the reporting period Actual results could differ from those estimates

Investment in securities Restricted securities are valued at fair value

Investment banking Investment banking revenues include fees arising from securities offerings in which

the Company acts as an agent Investment banking management fees sales concessions and

associated expenses are recorded at the time the transaction is completed and the income is reasonably

determinable

NOTE 2- STATE INCOME TAXES

The Company has elected Corporation status for income tax purposes which requires that the

corporate income or loss be distributed to the stockholder for inclusion in his personal income tax returns

The State of California imposes surtax on the corporation of 1.5% of taxable income in addition to the

taxable income or loss being reported in the stockholders personal return



NOTE NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission uniform net capital rule Rule 15c3-

which requires the maintenance of minimum amount of net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to Rule 5c3-1 also

provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio

would exceed 10 to At December 31 2009 the Company had net capital and net capital requirements

of $54802 and $5000 respectively The Companys net capital ratio was 1.0 to 9.0

NOTE TRANSACTIONS WITH RELATED PARTIES

The Company has corporate finance agreement with Cappello Group and Euro American Financial

affiliated Companies The sole shareholder of the Company is the sole shareholder of Cappello Group

and Euro American Financial Cappello Group and Euro American Financial receive corporate finance

fees from time to time as the Company Cappello Group and Euro American Financial determine for

special services rendered No corporate finance fee is to be paid or accrued which will cause the net

capital of the Company to drop below $10000 or cause the aggregate indebtedness to net capital ratio of

the Company to exceed to In the event Cappello Group and Euro American Financial are not able to

continue to provide these services the Company would be required to obtain them from third party at

cost that cannot presently be estimated On April 28 2009 the Company decided not to use Euro

American Financial any more for these purposes however the sole shareholder is able to require that the

Company use Euro American Financials services whenever he deems necessary For the year ended

December 31 2009 corporate finance fees paid to Cappello Group and Euro American Financial

amounted to $1375682 and are included in general and administrative expense In addition the

Company paid $91655 of overhead costs and $36000 of rent to Cappello Group and Euro American

Financial The corporate management fee received from Cappello Group and Euro American Financial

was $203000 and is included in investment banking fees

NOTE 5- MAJOR CUSTOMERS/SUPPLIERS

During the year ended December 31 2009 the Company received approximately 57% of its revenues

from two clients During the year ended December 31 2009 the Company incurred approximately 54% of

its general and administrative expense with Euro American Financial and Cappello Group which is

explained further at Note

NOTE DEFINED CONTRIBUTION RETIREMENT PLAN

The Company has contributory defined contribution retirement plan covering all its employees who

meet eligibility requirements and who elect to participate The Companys contributions to the plan are

elective During 2009 the Company did not make any contributions to the plan



INDEPENDENT REGISTERED AUDITORS REPORT ON INTERNAL CONTROL

To Financial Industry Regulatory Authority

and Cappello Capital Corp

In planning and performing our audit of the financial statements of Cappello Capital Corp CCC as of

and for the year ended December 31 2009 in accordance with auditing standards generally accepted in

the United States of America we considered CCCs internal control over financial reporting internal

control as basis for designing our auditing procedures for the purpose of expressing our opinion on the

financial statements but not for the purpose of expressing an opinion on the effectiveness of CCCs

internal control Accordingly we do not express an opinion on the effectiveness of CCCS internal control

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report financial data reliably in accordance with generally accepted accounting principles such that there

is more than remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first paragraph and

would not necessarily identify all deficiencies in internal control that might be significant deficiencies or

material weaknesses We did not identify any deficiencies in internal control that we consider to be

material weaknesses as defined above

This communication is intended solely for the information and use of management Financial Industry

Regulatory Authority and others within the organization and is not intended to be and should not be used

by anyone other than these specified parties

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

/L4
By Burton Armstrong

Bakersfield California

February 23 2010

with the Public
Company Accounting Oversight oard and

of
the American Institute of CerTified Public Accountants



INDEPENDENT REGISTERED AUDITORS REPORT

ON THE SUPPLEMENTARY INFORMATION

To the Board of Directors

Cappello Capital Corp
Santa Monica California

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as

whole The supplementary information is presented for purposes of additional analysis and is not

required part of the basic financial statements but is supplementary information required by Rule 17a-5 of

the Securities and Exchange Commission Such information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and in our opinion is fairly stated in all

material respects in relation to the basic financial statements taken as whole

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION-1444AJc
By Burton Armstrong

Bakersfield California

February 23 2010

with the Public Company Accounting Oversight hoard and of the American Institute of Certified Public Accountants



CAPPELLO CAPITAL CORP
COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31 2009

Aggregate Indebtedness

Other accounts payable and accrued expenses 6079

Net Capital

Stockholders equity
55508

Deductions

Prepaid Expenses 706

Net capital
54802

Computation of basic net capital requirements

Minimum net capital required 6- 2/3% of aggregate indebtedness 405

Net Capital Requirement 5000

Excess net capital at 1500 percent 49802

Excess net capital at 1000 percent 54194

Ratio Aggregate indebtedness to net capital
1.0 to 9.0

10
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